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(l) Effective date. The rules set forth
in § 1.42–14 are effective January 1, 1994.

[T.D. 8563, 59 FR 50163, Oct. 3, 1994; 60 FR
3345, Jan. 17, 1995]

§ 1.42–16T Eligible basis reduced by
federal grants (temporary).

(a) In general. If, during any taxable
year of the compliance period (de-
scribed in section 42(i)(1)), a grant is
made with respect to any building or
the operation thereof and any portion
of the grant is funded with federal
funds (whether or not includible in
gross income), the eligible basis of the
building for the taxable year and all
succeeding taxable years is reduced by
the portion of the grant that is so fund-
ed.

(b) Grants do not include certain rental
assistance payments. A federal rental as-
sistance payment made to a building
owner on behalf or in respect of a ten-
ant is not a grant made with respect to
a building or its operation if the pay-
ment is made pursuant to—

(1) Section 8 of the United States
Housing Act of 1937;

(2) A qualifying program of rental as-
sistance administered under section 9
of the United States Housing Act of
1937; or

(3) A program or method of rental as-
sistance as the Secretary may des-
ignate through the FEDERAL REGISTER
or in the Internal Revenue Bulletin
(see § 601.601(d)(2) of this chapter).

(c) Qualifying rental assistance pro-
gram. For purposes of paragraph (b)(2)
of this section, payments are made pur-
suant to a qualifying rental assistance
program administered under section 9
of the United State Housing Act of 1937
to the extent that the payments—

(1) Are made to a building owner pur-
suant to a contract with a public hous-
ing authority with respect to units the
owner has agreed to maintain as public
housing units (PH-units) in the build-
ing;

(2) Are made with respect to units oc-
cupied by public housing tenants, pro-
vided that, for this purpose, units may
be considered occupied during periods
of short term vacancy (not to exceed 60
days); and

(3) Do not exceed the difference be-
tween the rents received from a build-
ing’s PH-unit tenants and a pro rata

portion of the building’s actual operat-
ing costs that are reasonably allocable
to the PH-units (based on square foot-
age, number of bedrooms, or similar
objective criteria), and provided that,
for this purpose, operating costs do not
include any development costs of a
building (including developer’s fees) or
the principal or interest of any debt in-
curred with respect to any part of the
building.

(d) Effective date. This section is ef-
fective January 27, 1997.

[T.D. 8713, 62 FR 3793, Jan. 27, 1997]

§ 1.42A–1 General tax credit for tax-
able years ending after December
31, 1975, and before January 1,
1979.

(a)(1) Allowance of credit for taxable
years ending after December 31, 1975, and
beginning before January 1, 1977. Subject
to the special rules of paragraphs (b)(1),
(c) and (d) and the limitation of para-
graph (e)(1) of this section, an individ-
ual is allowed as a credit against the
tax imposed by chapter 1 for the tax-
able year in the case of taxable years
ending after December 31, 1975, and be-
ginning before January 1, 1977, an
amount equal to the greater of—

(i) 2 percent of so much of the indi-
vidual’s taxable income as does not ex-
ceed $9,000, or

(ii) $35 multiplied by the total num-
ber of deductions for personal exemp-
tions to which the individual is enti-
tled for the taxable year under section
151 (b) and (e) and the regulations
thereunder (relating to allowance of
deductions for personal exemptions
with respect to the individual, the indi-
vidual’s spouse, and dependents).

For purposes of applying subdivision
(ii) of this paragraph (a)(1), the total
number of deductions for personal ex-
emptions shall not include any addi-
tional exemptions to which the individ-
ual or his spouse may be entitled based
upon age of 65 or more or blindness
under section 151 (c) or (d) and the reg-
ulations thereunder.y

(2) Allowance of credit for taxable years
beginning after December 31, 1976, and
ending before January 1, 1979. Subject to
the special rules of paragraphs (b)(2),
(c) and (d) and the limitation of para-
graph (e)(2) of this section, an individ-
ual is allowed as a credit against the
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tax imposed by section 1, or against
the tax imposed in lieu of the tax im-
posed by section 1, for the taxable year
in the case of taxable years beginning
after December 31, 1976, and ending be-
fore January 1, 1979, an amount equal
to the greater of—

(i) 2 percent of so much of the indi-
vidual’s taxable income for the taxable
year, reduced by the zero bracket
amount determined under section 63
(d), as does not exceed $9,000, or

(ii) $35 multiplied by the total num-
ber of deductions for personal exemp-
tions to which the individual is enti-
tled for the taxable year under section
151 and the regulations thereunder (re-
lating to allowance of deductions for
personal exemptions).

(b) Married individuals filing separate
returns—(1) For taxable years ending
after December 31, 1975, and beginning be-
fore January 1, 1977. In the case of tax-
able years ending after December 31,
1975, and beginning before January 1,
1977, a married individual who files a
separate return for the taxable year is
allowed as a credit for the taxable year
an amount equal to either—

(i) 2 percent of so much of the indi-
vidual’s taxable income as does not ex-
ceed $4,500, or

(ii) $35 multiplied by the total num-
ber of deductions for personal exemp-
tions to which the individual is enti-
tled for the taxable year under section
151 (b) and (e) and the regulations
thereunder, but only if both the indi-
vidual and the individual’s spouse elect
to have the credit determined in the
manner described in this subdivision
(ii) for their corresponding taxable
years. The elections shall be made by
both married individuals separately
calculating and claiming the credit in
the manner and amount described in
this subdivision (ii) on their separate
returns for their corresponding taxable
years. The rules of section 142 (a) and
the regulations thereunder (relating to
individuals not eligible for the stand-
ard deduction) in effect for taxable
years beginning before January 1, 1977,
apply to determine whether the taxable
years of the individual and the individ-
ual’s spouse correspond to each other.
For purposes of applying this subdivi-
sion (ii), the total number of deduc-
tions for personal exemptions shall not

include any additional exemptions to
which the individual may be entitled
based upon age of 65 or more or blind-
ness under section 151 (c) or (d) and the
regulations thereunder.

(2) For taxable years beginning after
December 31, 1976, and ending before Jan-
uary 1, 1979. In the case of taxable
years beginning after December 31,
1976, and ending before January 1, 1979,
a married individual who files a sepa-
rate return for the taxable year shall
determine the amount of the credit for
the taxable year under section 42(a)(2)
and § 1.42A–1(a)(2)(ii).

(3) Determination of marital status. For
purposes of this paragraph, the deter-
mination of marital status shall be
made as provided by section 143 and the
regulations thereunder (relating to the
determination of marital status).

(c) Return for short period on change of
annual accounting period. In computing
the credit provided by section 42 and
this section for a period of less than 12
months (hereinafter referred to as a
‘‘short period’’), where income is to be
annualized under section 443(b)(1) in
order to determine the tax—

(1) The credit allowed by paragraphs
(a) (1)(i) and (2)(i) of this section shall
be computed based upon the amount of
the taxable income annualized under
the rules of section 443(b)(1) and § 1.443–
1(b)(1), or

(2)(i) The credit allowed by paragraph
(a)(1)(ii) of this section shall be com-
puted based upon the total number of
deductions for personal exemptions to
which the individual is entitled for the
short period under section 151 (b) and
(e) and the regulations thereunder (re-
lating to allowance of deductions for
personal exemptions with respect to
the individual, the individual’s spouse,
and dependents), and

(ii) The credit allowed by paragraph
(a)(2)(ii) of this section shall be com-
puted based upon the total number of
deductions for personal exemptions to
which the individual is entitled for the
short period under section 151 and the
regulations thereunder (relating to al-
lowance of deductions for personal ex-
emptions).

As so computed, the credit allowed by
section 42 and this section shall be al-
lowed against the tax computed on the
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basis of the annualized taxable income.
See § 1.443–1(b)(1)(vi).

(d) Certain persons not eligible—(1) Es-
tates and trusts. The credit provided by
section 42 and this section shall not be
allowed in the case of any estate or
trust. Thus, the credit shall not be al-
lowed to an estate of an individual in
bankruptcy or to an estate of a de-
ceased individual. However, in the case
of a deceased individual, the credit
shall be allowed on the decedent’s final
return filed by his executor or other
representative. Also, the credit pro-
vided by section 42 and this section
shall be allowed in the case of a return
filed by an estate of an infant, incom-
petent, or an individual under a dis-
ability.

(2) Nonresident alien individuals. The
credit provided by section 42 and this
section shall not be allowed in the case
of any nonresident alien individual. As
used in this subparagraph, the term
‘‘nonresident alien individual’’ has the
meaning provided by § 1.871–2. See, how-
ever, section 6013(g) for election to
treat nonresident alien individual as
resident of the United States. The cred-
it shall be allowed to an alien individ-
ual who is a resident of the United
States for part of the taxable year. See
§ 1.871–2(b) for rules relating to the de-
termination of residence of an alien in-
dividual. For purposes of paragraphs
(a) (1)(i) and (2)(i) of this section, the
credit allowed shall be computed by
taking into account only that portion
of the individual’s taxable income
which is attributable to the period of
his residence in the United States. For
purposes of paragraph (a)(1)(ii) of this
section, the credit allowed shall be
computed by taking into account only
the total number of deductions for per-
sonal exemptions to which the individ-
ual is entitled under section 151 (b) and
(e) for the period of his residence in the
United States. For purposes of para-
graph (a)(2)(ii) of this section, the cred-
it allowed shall be computed by taking
into account only the total number of
deductions for personal exemptions to
which the individual is entitled under
section 151 for the period of his resi-
dence in the United States. See § 1.871–
13 for rules relating to changes of resi-
dence status during a taxable year.

(e) Limitation—(1) For taxable years
ending after December 31, 1975, and begin-
ning before January 1, 1977. For taxable
years ending after December 31, 1975,
and beginning before January 1, 1977,
the credit allowed by section 42 and
this section shall not exceed the
amount of tax imposed by chapter 1 for
the taxable year. In the case of an alien
individual who is a resident of the
United States for a part of the taxable
year, the credit allowed by section 42
and this section shall not exceed the
amount of tax imposed by chapter 1 for
that portion of the taxable year during
which the alien individual was a resi-
dent of the United States. See § 1.871–
13.

(2) For taxable years beginning after
December 31, 1976, and ending before Jan-
uary 1, 1979. For taxable years begin-
ning after December 31, 1976, and end-
ing before January 1, 1979, the credit
allowed by section 42 and this section
shall not exceed the amount of tax im-
posed by section 1, or the amount of
tax imposed in lieu of the tax imposed
by section 1, for the taxable year. In
the case of an alien individual who is a
resident of the United States for a part
of the taxable year, the credit allowed
by section 42 and this section shall not
exceed the amount of tax imposed by
section 1, or the amount of tax imposed
in lieu of the tax imposed by section 1,
for that portion of the taxable year
during which the alien individual was a
resident of the United States. See
§ 1.871–13.

(f) Application with other credits. In de-
termining the credits allowed under—

(1) Section 33 (relating to foreign tax
credit),

(2) Section 37 (relating to credit for
the elderly),

(3) Section 38 (relating to investment
in certain depreciable property),

(4) Section 40 (relating to expenses of
work incentive programs), and

(5) Section 41 (relating to contribu-
tions to candidates for public office),

the tax imposed for the taxable year
shall first be reduced (before any other
reduction) by the credit allowed by sec-
tion 42 and this section for the taxable
year.

(g) Income tax tables to reflect credit.
The tables prescribed under section 3
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shall reflect the credit allowed by sec-
tion 42 and this section.

(h) Effective dates. The credit allowed
by section 42 and this section applies
only for taxable years ending after De-
cember 31, 1975, and before January 1,
1979.

[T.D. 7547, 43 FR 19653, May 8, 1978]

§ 1.43–0 Table of contents.
This section lists the captions con-

tained in §§ 1.43–0 through 1.43–7.

§ 1.43–1 The enhanced oil recovery credit—
general rules.

(a) Claiming the credit.
(1) In general.
(2) Examples.

(b) Amount of the credit.
(c) Phase-out of the credit as crude oil prices

increase.
(1) In general.
(2) Inflation adjustment.
(3) Examples.

(d) Reduction of associated deductions.
(1) In general.
(2) Certain deductions by an integrated oil

company.
(e) Basis adjustment.
(f) Passthrough entity basis adjustment.

(1) Partners’ interests in a partnership.
(2) Shareholders’ stock in an S corpora-

tion.
(g) Examples.

§ 1.43–2 Qualified enhanced oil recovery
project.

(a) Qualified enhanced oil recovery project.
(b) More than insignificant increase.
(c) First injection of liquids, gases, or other

matter.
(1) In general.
(2) Example.

(d) Significant expansion exception.
(1) In general.
(2) Substantially unaffected reservoir vol-

ume.
(3) Terminated projects.
(4) Change in tertiary recovery method.
(5) Examples.

(e) Qualified tertiary recovery methods.
(1) In general.
(2) Tertiary recovery methods that qualify.
(3) Recovery methods that do not qualify.
(4) Examples.

§ 1.43–3 Certification.

(a) Petroleum engineer’s certification of a
project.
(1) In general.
(2) Timing of certification.
(3) Content of certification.

(b) Operator’s continued certification of a
project.

(1) In general.
(2) Timing of certification.
(3) Content of certification.

(c) Notice of project termination.
(1) In general.
(2) Timing of notice.
(3) Content of notice.

(d) Failure to submit certification.
(e) Effective date.

§ 1.43–4 Qualified enhanced oil recovery costs.

(a) Qualifying costs.
(1) In general.
(2) Costs paid or incurred for an asset

which is used to implement more than
one qualified enhanced oil recovery
project or for other activities.

(b) Costs defined.
(1) Qualified tertiary injectant expenses.
(2) Intangible drilling and development

costs.
(3) Tangible property costs.
(4) Examples.

(c) Primary purpose.
(1) In general.
(2) Tertiary injectant costs.
(3) Intangible drilling and development

costs.
(4) Tangible property costs.
(5) Offshore drilling platforms.
(6) Examples.

(d) Costs paid or incurred prior to first injec-
tion.
(1) In general.
(2) First injection after filing of return for

taxable year costs are allowable.
(3) First injection more than 36 months

after close of taxable year costs are paid
or incurred.

(4) Injections in volumes less than the vol-
umes specified in the project plan.

(5) Examples.
(e) Other rules.

(1) Anti-abuse rule.
(2) Costs paid or incurred to acquire a

project.
(3) Examples.

§ 1.43–5 At-risk limitation. [Reserved]

§ 1.43–6 Election out of section 43.

(a) Election to have the credit not apply.
(1) In general.
(2) Time for making the election.
(3) Manner of making the election.

(b) Election by partnerships and S corpora-
tions.

§ 1.43–7 Effective date of regulations.

[T.D. 8448, 57 FR 54923, Nov. 23, 1992]

§ 1.43–1 The enhanced oil recovery
credit—general rules.

(a) Claiming the credit—(1) In general.
The enhanced oil recovery credit (the
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